by ROBERT E. GRAHAM, JR., snd EDWIN J. COLEMAN

Personal Income in Metropolitan Areas: A Néw Series

WiTH the publication here of esti-
mates of personal incoms in 97 standard
meiropolitan statistical aress (SMSA’R)
for & selected years of the period
1929 to 1952, the Office of Business
Economics adds a new dimension to its
systam of regionsl economic infor-
mation.

This srticle contains the first offcial
estimates of total and per capita per-
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sonal income in selected SMSA’s for
the yeprs 1929, 1840, 1950, 1959, and
1962 (table 1). Also included are
estimaies for the non-SM3A portion of
each State. Thesa were derived by sumi-
ming the estimates for those counties
that lie cutside of SMSA’s. A bresk-
down of major sources of lncome is
shown for each area in table 2. Analyti-
cal measyres are provided im tables
1 and 3, a5 well ns in the text tables.

This report is part of a larger project
that will cover all SM5A’s in the United
States. Decouse of the length of the
study and boecausze the esiimates are
pregured by groups of States, the results
ara being presented in stages as they
become available. Estimates for the
SM3A’'s not coversd here will be pub-
Lshed in the Sumvey later this year
Additional detail on industrial sources
of income in e¢ach SMSA is being
developed and will be publizshed when
completed. It is anticipated thet the
series for oll SMSA's will be updated to
1965 and 1968 during 1068, and be
eontinued thereafier on an anmunl
busis.

Personal incomea dafined

Perzonal income is the cwrrent in-
come regeived by persons in an srea
feomn 21l sources. Tt is measured bafors
deduction of ipcome tax and other
direct personal taxes, but after dedns-
tion of personal eontributions to social
goeurity, Fovernment retirement, and
other socied insuranca programes.

Personal income is the most compre-
hensive economic messure available on
a geographic basis. It includes the in-

MNote.—The EMEA eatimates were prapared by Bandra
Hoedine, Morgerel Comnon, Vivien Conklin, Fraocks Dae-
valke, Linowsa Faton, Fary Lounstury, Edeabwth Qoeen,
Frasebon Roberts, Qeorge Smith, apd Lyls Epate.

come received from business, Federal
and State and local governments, house-
holds and institutions, and foreign
countries. It consists of wagez and
galaries (in consh and in kind apd in-
cluding tips and bonuses s well as
contractual compensaéion}, warious
types of supplementary sarpings termed
“other labor income™ (the largest item
being employer contributions to privaie
pensiom and welfars funds), the net in-
comes of owners of uaincorporated
businesses (farmy and nonfarm), net
vental income, dividends, interest, and
government and business “irensfer pay-
ments” (consisting In geoeral of dis-
bursementz to persons for which no
services sre rendered cumrently, such
as upemployment benefits and social
security pavments}.

Comparison with Stote tetols

No State totols {or mverapes) are
shown i the necompanying tables,
and in thoss Stetes where one or more
SMSA*'s eut neross Stake boundaries,
none should be derived by summing
the figures for SM3A's apd non-
SMSA'z. In such ocaces, tha som of
the SMSA'2 gnd non-BMSA's would
not equal OBE'® State totals of per.
soual income as published in the April
1967 SurvEy. Where an SMS34A is
loeated in more thap o mingle State,
tha income of the entive BMSA s
listed in the State with which the
SMSA is generally identified. For
example, personal income in the Phila-
delphiz 3MSA includes income re-
ceived by residents of both Peansyl-
vanis snd New Jarsey. In these tablas,
the total is classified under Peonsyl-
vania since the SM3A is customsrily
identified with that State. In the
State series, on the other band, the
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income referred to is nllocaied between
Pennsylvanis and New Jersey accord-
ing to the residence of its Tecipients.
Tt is important to mote that imcome
in the non-SMSA area of each State
i nmpmbipuous in this reepeci. Totals
derived by combining 5MSA's and
non-SMSA’ undoubtedly would be
meaningful in their own right. The
caveat given bere agaimst them is to
avoid having two different Emures for
total personal. income in & State.

Scope of the text

The text of the srticle is intended
to summerize some of the major
bighlights of the date, with the main
emphasis on long-term changes. No
attempt has been made to moke a
comprehensive or detailled soslysis;
this must await the completion of the
full sat of statistics. Moreover, neither
the general nor the specific conclusions
made here are inténded to apply to the
SMSA's or to the non-8MSA%s in the
rest of the country. Since the factors
undexlying income growth in the other
areas of the Netion are quiie different
frem  those thed cheracterize the
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caetern and northwestern seetione, in-
come developments in 8MEA's wnd
non-53MBA’s of other areas may well
be differemt.

Regional clessification

For purposes of this report, the 3¢
States snd the District of Columbia are
classified Imto three groups. The North-
east mcludes Maine, New Hampshire,
Yermont, Massachusetts, Bhode Island,
Connecticut, New York, New Jersey,
Pennzylvania, Delaware, Maryland, the
District of Columbiz, and Ohio—
OBE's New England and Mideast
regions plus Ohic. The Southesst as
used here inchedes Virpinia, West
Virginia, Kentueky, Tennésses, North
Carolina, South Carolina, Georgia, and
Alabama—all except four States of
OBE’s Southeast region. The North-
west mcludes Washington, Oregon;
Idaho, snd Montana—paris of OBE’s
Far Weast and Roclky Mountain regions.
When the estimates for all SMSA%
bave been completad, OBE’s usual
regional classification of the Siates
will ba used.

Summary Chanfes in Inceme and Popuiation
SM3A's Versms Nem-SMSA's

. Table A shows the longrun relative
changes that have oceurred in personal
income, populadion, and per capita
income over the 1929-82 period. For
the 24-Siate area and for the three
broad geographical groups into which
the States bhave heen classified, the
comparisons show the changes that bave
occurred in SMSA's and non-SMS8A%s,
From 1929 te 1962, personsl income
in the 97 3MBA's covered in this study
Tosa 333 percent. For the non-SM3A
portions of the 24 States involved, the
increaze was 427 percent. Accompeny-
ing these incresses were population
gaina of 52 percent in SMSA's snd 25
percent in non-SMSA's. With tolul
mcome in SM8A's growing less rapidily
than in non-SMSA's, but with popula-
tion in the more wrbenized arens rising
twice as fast in velative terms, per
eupita income grew much more rapidly

in non-SMSA's (328 percent} than in
SMBEA’s (185 percent}. These sherply
divergant raies of growth hrought
sverage income in the two araus much
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cloger together. In 1929, per capita
income in SMSA's was about two snd
one-Dalf times that in non-SMSA%;
by 1862, it was three-fifthe higher,

Total personal income

The stower growth of total! income in
SMB5A' than in non-SMS3A’s reflects
the fuct that the Northeast, where this
relationship prevailed, sccowmis for
four<ifths of all SMSA income snd
one-half of &ll non-SAMSA income in the
24 States. Thus, the summary changes
noted pictare meinly developments
in the MNorthemst ss modified by the
different situations in the Southeast and
Morthwest.

Within the Northeast, the more
rapid risa of totsl imeome in nom-
SMBEAs was due to the faster prowth
in nen-SMBA’s of both govemment
and manufacturing activity—as mens-
ured hy changes in wages and saluriea,

Among Nonthesstern States, total
imoome lapped in two of every three
BMSA's. An even higher ratio wounld
have obtamed—almost threa out of
four—had not the dacline In mining
wages and esalaries in the non-SMSA
portion of FPennsylvania held the
growth of total income in that area
to a rote below that in & pumber of
the State’s SMSA’s,

In the Sonthesstern States, total
income rose faster in SMSA’s than in
non-SMBA’s. The major cause of the
difference was the migration from
rural to urban aress. As table A shows,
the population of SMS3A’s in ihe
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Southeazt neary donbled from 1920
to 1982, while the incresse in nogn-
S5M3A's was only 14 percent—lass
than might have been expecied from
natural ineresse (the differsnce ba-
tween births and deaths) in population
in the area. Major factors inducing
the migration were the depressed con-
dition of southesstern agriculture and
the growing industrial opportunities
for emnployment in the srea'’s SMBA's.

Among individual SM3A%, the sita-
ation was the opposite of that in the
Northeast. In two out of three SMSA's
in the Sounthesstern States, total in-
come rose faster from 1929 to 1962
than did income in non-FM3A's.

In the four Northwestern States
also, total income grew more rapidly
in BMSA's than in non-SMSAs. Mora
repid populsiion growth and the rel-
ative decline of agricaltural income
wers contributing factors.

Population

In ench of the three areas—ihe North-
east, Southeast, and Northweat—popu-
lation grew much more rapidly in
SMS2A’s than in non-SMSA’s, As has
already been noted, in the Souiheastern
States there was a fivefold differential;
in the Morthwast, the rate in SMEA's
was double that in non-SMSA’s, In the
densely populated Noriheast, the popu-
fation of SMSA’s grew only 40 percent
more rapidly than that of non-SMS5A’s.

Per capita income

As a result of the relative changes in
toial income and populntion, per capita
incoms rose more in the nen-SMSA%s
of each group of States then the
SMBA’. The margio was largest in the
Southeastern States (nearly threa-fifthe),
sevond largest in the Northesst (two-
fifths), end zpallest in the MNorthwest
{almost one-third). Wevartheless, ns
tha following tabulation shows, the
widest relative disparity in per capita
inecime between SMSA's and non-
SMSA's remaing in the Southeagtern
States. Also of intersst is the fact that
per eapita income in SMSA’s of the
Southeastern States 33 about the same
a3 in mon-SMSA's of the other two
groups of States—a little higher than
non-3M3A's of the Northeast and al-
most identical to thosein tha Northwest.
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Summary of SMS4 and non-SMSA
changes

To explein the above patterns is
beyond the scope of thiz article, al-
though migraton stadias now underway
will provide some answers, With regurd
to per capita ineome, however, one may
spaculate that the seciion of the popu-
lation that migrated from the non-
metropolitan areas to the metropolitan
ereas has so far been unable to achieve
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the in¢ome levels of its new environ-
ment and,’ therefore, has limited the
relativa rmise of sversge income in
5MSA’s. This is the root, of many of the
problems: facing - metropoliten  areas
today—notably the central cities. In
the meantime, the areas that ihe
miprants lefi have experienced rapid
development and income growth—both
total and per capits.

_ The forepoing summary of overall
relaiive changes in economic conditicns
in SMSA’s and noa-SMBA’s is limited
to the sreas covered in this report. It
may or may not reflect relationships in
other parts of the Nation. This car be
determiped only upon completion of
ineome  estimates for SMSA’s and
non-SMSA's in the rest of the Nation.

Changes in Tetal Personsl Imcome—3IMSA’s

There wers wide differences among
individual SMSA’s In rates of income
change from 1923 to 1962. No SMSA
experiemeed = dechine. Increases ranged
from about 100 percent in the Wilkes
Baire-Hazleton, Pennsylvania, SMSA,
to 18 times this rate of inareass in the
Fayeiteville, North Carolina, SMSA.
In 24 SMSA% —the top one-fourth—
the 1929-82 income rise was more than
450 percent, a2 compared with an aver-
age inereaze of 413 percent for the
Nation as a whole. Of these 24 meatro-
politan areas, 19 are located in the

Southeast, whila 4 sre in tha North-

western part of the country.

In contrast, 11 SM34's showed in-
creases of 250 percent oF lass. Thesa
sre located in a group of States extend.
ing from Massachusetts southwest
throngh West Virginia and including
New York, Pennsylvanis, Ehode
Island, and New Jersey. Five of ihe
SMSA's with the slowest rates of
growth are in Peansylvania.

In individual metropolitan areas (and
nonmetropoliten aress as wall), income
generally moved in conformity with

"chapges in State totals over the loog-

span 1828-62. Of the 55 SMEA% in
which income grew faster tban in the
Nation as & whole, 58 we Jocated in

States with an income wptrend, while
17 are in “fates with a declining trend
in meome. Similarly, of the 42 SM3A%
in which incoms rose st a less-than-
averpre rata, 30 are located in States
with relatively slow income grewth, and
only 3 are in States where incoms s
growmg rapidly.

Fareears gffecting income change

Sevaral theories have besn used to
explain regional differences in rates of
ineome growth. One of the most widely
used ie the expori-basa theory. Accord-
ing to this explanation, the economic
growth of geopraphical Areas within
the Nation depends primarily on
changes in the industries that make up
its “export-basze,” that is, those in-
dustries producing for “export”—ito
other areas of the cotniry or abroad—
rather than for leecal comsumption.
Agrionlturs, forestry, fishing, mana-
facturing, mining, epd Faderal Govern-
ment are generally considered export-
basa industries even though a portion
of their production—ususlly quite
minor—nay serve loeal eonsumers. In
addititn, these perts of several indus-
tries that reflect such nctivities as a
regional or pational universiy or re-
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search center, a recreational or finaneial
center, or & State government agemcy
are also expori-base industries in some
degree. A rige in the production of ex-
pori-base industries brings about
direct inerense in employment and in.
come in the area. The peyroll inereass
results in further demands for goods
and eervices produced in the ares for
local eonaumption and consequently a
payroll expansion in local industries.
Theee induced changes in income at the
local level are the result of 8 “multiphier
offect,” wbich iz analogous to tha
multiplier that plays a central role in
the theory of mpational income
determination.

In the assessment of the role of an
export-buse industry (or industries) in
regional or local growth, two factors
must ba tsken into accommt: the im-
portence of the industry as an income
souree in the srea’s sconomy and the
rate of change in income produced by
the industry.) Obviously, un industry
that has experienced spectacular growth
but that aecounis for only s very small
proportion of an ares’s totsl incoma
may bave a comparatively small elfect
on overall income growth.

For SMBSA’s, menufacturing, zov-
ernmant,” and mining had the greatest
impact on changes in income from 1929
to 1962. Nationally, manufacturing
peyralls in 1929 accounted for four
times as large a proportion of wages
and selaties as government payrolls (35
percent, as compsrad with 9 percent},
but government payrdls expanded
nearly twice as much from 1929 to 1962
as factory wages and salaries (ninefold,

! The Impaof lanen ol 40 I ndostry in pecopnting ibr 6n arsa'y
tite of incones growth rdlables 1o that of the Mathon was
detarmined Io the inlowing way. Rated of changy In botal
Income in tha st eod o b Fation wars mlonlated. Insmme
in eah indootry vl evalMstion (woapss wnd sakrisr or
propristors’ Incmes) wat tien dequeied from aggrepate In-
come in both the pres didd s Hatlom snd tutes of giowth In
theremuting partinl sppregnbes wersoompaied. Tos Induskey
eamiog the Larpet Melot e changs In the dlferspos batereen
area ARd dotknalrates ofgrowth wid cintidered the industry
pHinarlly refpintible for the aran’s Income sxpertenon vis.g.
vizxthe Muton,

3 0raly the Fedarul compymnt of totil poverinvont 4 4o
ally conshdersd an axpofbiie Iodoedry, alihough Stais
EVTHLILenE wolivities asrvipg arsay putifkdy the BMSA g
ajan el &g BEpoTi-bat, Becanse IEwas oot Dosgihle to
Siparats Faders] from Stats and 1okl pirpiadl in the carller
wart of this atedy, the rotsl is need by thiz agalysls, Soch o

siparatiany will be msde K 1983 ared ail snbsadent yeers I
Tutnies pohlieations.
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ns comparad with fivefold). Geographie
vanstions in these proportions and in
rates of change were responsible for
differences in the contribution of the
two industrias to overall income growth
in the warious areas. Mining payrolls
sceount for only 1 percent of total per-
sonal income on 2 national basis, but
becuuse of the high geographie concen-
-tration of minerals, the industry exer-
cised significant influence on changes in
the income flow ih specific Jocstions.

Role of government

Expanded government payrolls were
s major facktor in the income increase
that characterized all SMSA’s from
1929 to 1962, Althouph there were wide
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variations in rates of change among
individual SMSA's, in avery instance
the percentage rise in wages and selaries
pald out by governmenis waz more than
the averaga for all other incoma ¢om-
ponents combinad.

‘In 18 of the 24 SMSA's with ithe
lezgest inenme expansion from 1929 to
1352, the rise in wapez and salaries
paid out by government was primarily
responsible. [z three of the remaining
six areas, government payrolls played
an important but subordinete role.
The outstanding examplas of economic
growth directly attributabls to govern-
meht activity are afforded by Fayatte-
ville, North Carolina; Humntsville,
Alabama; Albany, Georgia; Newpori

A 1 RT 4
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News-Hemptorn and Norfolk-Ports-
wouth, Virginie; Columbia, South

Curalipa; and Augusta and Celumbus,

Georgia. Each of these 3M3A’s is the

aite of one or mere mejor Federa)
installations.

The overwhelming mportance of
government a8 an income soures in
thesa eight metropolitan areas is shown
in table 3. Governmeni woges and
salaries accomnt for as mueh a5 one-
fourth to ope-hulf of all personal income
in these ureas. Although the itnportance
of government was much less in sarlier
years, it was still impressive—yangiog
from one-tenth to more than one-half
in 1950, and from 2 pereent to 28 per-
cent in 1929, Reinforeing the weight of
governmsent in the income Bow iz the
fact that the 192982 sxpansion in
government payrols in these regions
ranged from an increase of 2 littie mores
than 1,000 percent to geins mors than
12 times as lavge.

Even in SM34A’s with belfow-averaga
rates of total income growth, govern-
ment payrolls expanded at fester rates
than did income from all other sourcas
combined. However, as table 3 shows,
government payrolls accounted for a
comparatively small praportion of total
income in these areas, generally from 5
to 10 percent. Accordingly, their lever-
age on total income growth was limited.

Mining grows slowly

Declines or very smali increases in
weges ad salaries paid out in the min-
ing industry were the major factor de-
termining the rate of income gain in
five of the eight 3MSA’s with the
smallest income increases from 1929 to
1962, In these areas, mining wages end
selaries made up from 5 to 356 percent
of total income in 1929, and in four of
them, mining payrolls declined from
1929 to 1962, To further aggravate the
sibuation, the growth of manufacturing,
which was alzo very important in the
income strusture of mh of these areas,
was far belnw averpge in three areas,
somewhat smaller in one, and only
average in thu remaining SMSA

Contribntion of manufacturing
Because menufacturing is the pri-
mary export-base industry in the
United States, vanations in its expan-
sion from 1929 to 1962 eontributed
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substantially to differences in rabes of
econcpic growth wmong SMSA's. Per-
centage increases in manufacturing pay-
rolls ranged from more than 1,000 per-
cenf in several metropolitsn aress to
less than 200 percent in three SMSA's

Except for the 23 BMBA’s in which
govarnment of minimg was the major
detarminunt of invome grawth, matu-
fucturing payrolle played the principal
role in setting SMSA trends in total
ineome. Generally speaking, as manu-
facturing went, so went the entire
cconomy of an SMSA. In the great
majority of cases, the chenge in totsl
personal income o an sres, relative o
the change for the country ns a whole,
was the zame 45 in manufueturing.

80 dominant was the influence of
manufacturing on area ratas of income
growth that in only 11 metropolitan
ureas where total jocome growth was
sbove average did the growth in manu-
faeturing payrolls fall below average,
apd in only five SMSA*s where factory
payrolls exesaded the national rate of
prowth did total income fall somewhat
shori. In each of these instanees, gpecial

Chantes in Total Personal

Although the main emphasis of this
report i= on SM3A’s, the tablea show
the income received by residents of the
nom-3MESA portion of esch State. These
non-3MSA areas contain approximately
one-third of the population of the 24-
State aren and nearly one-fourth of the
arnaa’ total income, From 1929 to 1962,
combined income im the non-SMBSA
areas of the 24 Stetey incressed u little
faster than in tha Nation—427 percent,
as compered with 413 percent. The
major factors underlying this expansion
were the increases in government aud
manufacturing peyrells. Mcost of the
growth in government peyrolls in pon-
EMS54’s was accomplished by 1850 and,
to a large extent, reprasented the astab-
lishment of Federal amnilitary installa-
tions in the South durieg and immedi-
ately prior to World War II. The
mnmnaad chare of factory wagee and =al-
aries received in non-SMBA‘'s reflects
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factors cansed the daparture from wsual
relationships.:

Chonges in other induseries

As gne would expect from the export-
base theory of r@unnl growth, mwost
other industries in each SMBA changed
in aceordance with changes in its expori-
base industries. In some cases, however,
the expori-bese industry cannst be
cleardy identified. For exemple, Great
Falls and Billings, Montans, and Boise
City, Idsho, each eerve as a trade
senter for the surrounding sounties
beyond the EMSA. Accordingly, a sip-
nificant portion of retail snd wholasala
trade in those SMSA’s must be classed
s expori-base. Much of the trade and
service industry in Boston, Atlantic
City, Atlanta, and Nashwille is also
sxport-bbse. Finally, becsuse of New
Yark's unique position in the Nation's
economy, a portion of the product of
neady all major indostriezs in  that
SMSA is exported to other parts of the
couniry. In thesea cases, no one or two
industries seemed to be the dominsnt
faetor in regiopal proweh.

Income—Non-SMSA Areas

the shifé of manufacturing from the
“old manufscturing belt” to the South,
& trend that appears io have operated
over the entire 192962 span.

For all non-8MBA arems together,
inereases in manufacturing and gov-
ernment payrells contributed to the rice
in approzimately equal proportions. From
1029 to 1992, wages nnd salaries of
govarnment employees in non-SMSA
arens increased nearly 14 times, while
manufacturing payrolls increased more
than 600 percent. So much faster was
the rise of income from these two
sources in non-SMSA's than in SMSA’s
that, over this span, the non-SMSA
arens increased their share of the 24-
Siate total of income from manufactur-
ing weges and salavies by two-fifths
ond their share of govetnment payrolls
by one-half.

Incoma changes in non-SMSA areas
were heavily influenced by the relativa
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docline of sgrigulturs as an income
aguree. Gains in farming in non-SMSA
-agrens were smaller than in any other
maujor industry and so tended to limic
the overall income geins in oon-
SMS4A ereas. With: agriculture contyib-
uting nearly onefifth of total income in
arens outside of SMSA's in 1929, the
gmall increase in farm Income was @
very important dampening influence
on the rise in total income. If farm in-
come is exclnded {rom the computa-
tions, tha rete of growth in non-SM3A
aTeas is more then 50 percent larger than
that in SM3A's. With farm income in-
cluded, the differantial is less than one-
third.

The relative income expenience of
most individual non-SM3A porticns of

pach State was in accord with the ex-
" perience of the State as a whole—that
15, if income in the State grew faster
than the avernge for the Nation as o
whola, 5o did the non-SMBA portiom.
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There were four exceptionz—New Jar-
aey, Connecticut, Ohio, and Kentucky.
Each of the first three States recorded
8 less-than-aversge expancion in total
income from 1929 to 1962, while the
nop-SMSA partion of ench State scored
an ahave-avarage gain. In Kentucky,
on the gther hand, growth of total in-
come over this long span was st 2 liktle
fasztar rate than in the Nation, but the
non-5MSA part of the State experi-
enced an incorne lag from 1929 to 1962,

In New Jersey and Ohig, both manu-
facturing and government were pri-
marily responsible for the improvement
m non~-3MSA aress. In Conoecticut,
the relative advance was due almost
entirely to an sxpansion in government
payrolls, In the non-SMBA portion of
Eentucky, manufacturing and govern-
ment imparied strong relative boosts
te ths income flow; however, the effect
of these was more then offset by lags in
farm income and mining payrolis.

Changes in llmpe Compasition

Signifieant shifts in ineome composi-
tion occnrred between 1929 and 1962
_.in the Nation as a whole and in both
SMSA's and non-2MSA's. Table 3
gshowz the major changes in SMSA'
and non.3MG5A's. Nationally, wages
and selaries rose in importance between
1920 and 1962, as povernment payrolls
expanded greatly. The importance of

Table B.==Selected Sources of Total fncoms,
by SM54 and Non-5MS34, 192% and 1962

Fatumnt af Lol nacome
Srroes of b 13+
inome —
afine] b andinef o2
i
BMBAS EMEA'B
“Toiallncome 1 1 ™ m
Wiges and solarla—
.............. [ 14 i~ il i
Meaciecinzipg, ... - T3 n )
] 3 11 15
Propretoy -
ctpii—total, n w B 13
FaMm,. .., 1] 1 T
HNunfam, .., 1] 1l ”3 B
Froperty incoms, . q -1 lsl i1 12

' L v ane-hwlf o 1 parment.

private wages and salaries as an income
seurce remeined relatively constant
over this period, but within the privaie
settor, factory payrolls inerepced, while
other payrolls decreasad in importanoe
as inecome sources. The importance of
proprietors” incormes in the Nation’s
income structure declined one-third
from 1929 to 1962 as farm incoms
rose very slowly, and the incoms of
nonfarm propristors’ increased Eome-
what less than most other income
flows. Finally, property mcome, which
accounted for more than one-fifth of
personal income I 1929, increased
about bhelf as fast as total personal
income, and by 1962 made up only one-
seventh of ell income.

Table B shows that these chanpes
significantly reduced the diffarences
in the composition of incomes received
in SMSA's aod non-SMBA's, With
property imcome concentrated heavily
in SMBA%, the relative reduction of
thie souree of incoms affected mainly
the metropolitan areas and cauzed
concomifant increases In the impors
tance of both wagea and salaries. The
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decline of farm mcome reduced the
importance of proprietors’ mcomes in
non-SMSA'R and, conversely, increased
tha importmca of other income

weges and salaries. In
nddm-:m, the sizable growth of govera-
mental and manufacturing activities
in nm-9MEA% also comtributed di-
rectly to the increases of wages and
splaries A8 an income source in these

ATERS.

As a result of these developtnenis,
the income structures of SMSA%s and
non-5M3A's were much more similar
in 1962 then im 1929. The wmajor
differences remaining included: the
larger importance of wages and salaries
in SMBA'a {a rellection of the concen-
tration thers of the distributive and
gervice industries); and the Jerrer role
of proprietors’ meomes in non-SMSA's
{8 result of the presemce of fann
income). Property income, meanwhils,
was of roughly equal! importence in
the two areas.

Table C.—Range of Differences in Per Cap=

ita Incomme, 1929 amd 19621
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Per Capita Personal Income

Par capita personsl incorme {todal in-
coma divided by total populption) is
the most comprehensive statistic cur-
rently availablefor measuring differances
in economic welfare on a deteiled geo-
ovaphic basis. Fer capita personal
income, it may be noted, includes
- noncash items such as food and lodging
furnished workera in certain industries,
the value of food and fuel produced on
the farm and consumed by the farm
family, swnd some mmpuied rent and
interesi. Because it includes income in
kind, comparisons of income differences
BIOCOE &reas are more meaningful than
those based on money income alons.
Heowever, & mejor weakness of the
measure Is that 1t does not take inmto
account regional differences in the cost
of living. Whila prics indaxes have been
constructed to ohminate gaographic
differences in chonges In the cost of
hving over thme, there are no satisfac-
tory measures designed to elmminate
aree differences in living coste at any
given time,

Table 1 shows the wide differonces o
par capita income among the 97 SMBA's
coversd in £his rapors. Thesa differences
are highlighted in the text tables C and
D. Par capits incoms in 1962 for all 87
aress combined was 32718, Incorpes
renged from & high of $3,449 in the
Newnrk, New Jorsey SMSA to a low
of 51,573 in Toscalocsa, Alsbama—a
differance of approximntely 120 parcent.
Thers wers 8 SMSA' in the study with
averaga incomes of mors than $3,000 in
1962, These Include Newark, Wew Jor-
a0y ($3.449); Jarsey City, New Jersey
{$3,338); New TYork, New TYork
(33,209); Hartford-New Britzin, Con-
necticut (33,260); Wilmington, Dela-
ware ($3,143); Seatile-Everett, ¥Wash-
ogton  ($3,001); Washington, D.C.
($5,048), s8snd Bridgeport-Norwalk-
Stamford, Coonectiout {$3,029). All
of these SMSA’s, with the exception of

Seattle-Bvearstt, are in the Norcheast
region, with four of them comparatively
closs to New Yorke City.

In contrast, thare wore seven SMSA's
with per capita income helow 51,700.
These included Bdobila, Alshama
($1,609); Gadaden, Alebama ($1,690);
Albany, Georgia ($1,686); Johostown,
Pennzylveania (51,665); Wikmington,
Worth Caroline ($1,633); Chatlesion,
South Carolins ($1,581), and Tusca-
lncza, Alabama ($1,573). With the
axception of Johnstown, all of thesa
low-income HSMS3A's are  loceted in
States of the Deep South

Of the 3% scutheastern SM3SA's
covered by the study, in only one—
Richmond, Virginig—was per capita
intoma ahove the national avernge in
each wesr for which estimetes havae
been mede. Atlonte, Greensbore-IHogh
Point, Newpert News-Hampton and
Winston-Salem each were above aver-
age in 3 or 4 of the § years, while
Norfolk-Portsmoyth and Charlotée re-
corded above average incomes in 2 of
the 5 years. In contrast, most SMSA's
of the Northesst and Northwest had
per copite incomes above the national
averpga throughout the 33-year span.
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Per ﬂaplta incoms in non-SM3A% in
1962 :rnnged from $2,303 in New Jersey
o 51,254 .in Alabama and averaged’
51,693, mearly two-ffths below the
SMSA aversge. Indeed, of the 07
BMSA's In the study, iz only 4 wers
average inecomes in 1382 below the
non-SMSA portion of tha State in
which they wera located. These were
¥all River-WNew RBediord, Massachu-
satts; Adlandic City, New Jarsay; Salam,
Oregon; and Johnstown, Pennsylvania.
Ineguality of meoma i eomewhsat
less among SMSA’s than among non-
SM3AR. Im 1962, the coeflicient of
variation o the former aress was 1E;
among non-SMSA's, it was 20. When
coefficlents of veriation are computed
for the States, the disparity in per
capite income incresses sharply over
that shown in either of the twe individ-
usl series, For the 24 States and the
District of Columbia, the coefficient of
varigtion in 1982 was 25.°
The fact that variations in per capita
incomes are more pronounced when
measured at the 3tate level than when
measured st either the SMSA or non-
SMSA level reflects the widely different
weights with which the relatively high
incomes in SMSA’s are combined with
the relatively low incomes in non-
BMBA's. [a Massachusetts, for exampla
37 times as many persons live in
SMBEA's &5 in non-BMEA arcas; in
Ideho, SMSA’s acoount for one-seventh
of the State’s populetion.
1Tho eoeffichent of vepbation 13 defnad s cha atgndard
deristion of tha per capita fvoome distributim Slvided by
thr writhucietio awan of the per taglta Lncomes, The standard

deviation 1o tha oqnare eoot of the mean gl e sqoored
deriations of per coplbs Incomes tram thelr arlthometbe xean .

‘Table D—Distribution of SMSA's by Ratio of Per C;gyl:a Inmme in SMSA w Per Caplta
Iocome in United Stotes, 1
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Changes in per capita income

Since 1920, there has been an appre-
cisbla reduction in per capite inceme
differences among ~ SMBA’s, non-
SMSA’s, and States, as the tabulation
below shows, Among BMSA’s, this
reduction in ineguality has resulted
from the less-than-average growth rates
in high-incoms SM3A’s and the above-
average rates of growth among low-

SURVEY OF CURRENT BUSINESS

ineome areas.  Although there sre
excaptions, this generalization is well
established in these data.

Cavwillcion s of Yaristlsn In Far Caplis. [nosman

I 1 | 1882
[ B 1 T U B 1B
Ton-EdBIA s of 0 SmtPE_oveeeinnnnnnnnnnn-ne] B8 w0
24 fieian ang the District of Columida,e.....| £l E

Inceme by Sie of Metropolitan Ares

Population =ize appears to be asso-
clated with the level of per capita
income among SMSA's, This is clearly
reflected ip column 1 of table E, which
shows that per capite incomes increase

s population size of the SMBA in- .

sreases. ‘This relationship, together with
the fact that SMSA's in the Nerth-
sastern States are larper than those in
the Southeastern part of the country,
explains o part of the per capits income
differeptial batwaen the two sectione.
However, aven among SMSA's of the
same size proup, per capits incomes in
the Southeast ave still lewer than
Zverage.

Table F, which relates several aspacts
of growth to size of SMSA, provides the

Property income plays a key role in
this inverse relationship. In 1920, there
was o direst relationship between the
size of SMSA and the relative import-
aes of investments as & spurce of
personal income. In the twe larpest
SMSA groups, preperty income ae-
counted for nearly one-third of total
income; in the four smallest, it made up
only one-fifth. From 1929% to 1962,
property income expanded n most
aroes ai 8 slower rate than sny othar
major incoms source, In eddition, the
smuolieat relative gains in property in-
come over the period were in the Jnrgeat
5MSA's while the larpest ineresses
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occurved in the smallest, A= a result,
property income limited the expansion
of both total and per capite incoma in
inverse proportion ic the size of SMSA.

TECHNICAL NOTES

A comprehensive description of the
sources of data and methods of esti-
mates used in preparing income eshi-
mates in SMBA’s will be published upod
completion of estimates for the entirs
country. A description of the general
methodology used in construsting the
local-area income estimabes presented
here is contalned in an article entitled
""Measuring Regional Market Growih™
in the Janunry 1959 1ssus of the SorvEY,
Although some of the methods and data
sourees nssd in £his report arve new, the
methods outlined in the January 1950
SorvEY provide a summary picturs of
the overall approach. The following
comments ralats to special aspects that
ehould be noted now.

Definition of SMS4's

The clagsification of standard metro-
politan statistical areas uzed in this re-
port {ollows Bureau of the Budzet defi-
nitions as of May 1868, wilth the
following exceptions: In Vermont, which
hes o “defined” SMS3A, Burlington
{Chittenden County) is treated =s
though it were an SMSA [n New

{Continued on poge 44

Tahle E.—FPer Capita Fersonal Incomre by Size of SM5A and Avea, 19462
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SURVEY OF CURRENT BUSINESS

by SMEA*s and Non-8MEA"s for Selected Years 1080-1962—Continued
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{ Technical uoden comdinued from page £5)

England, the Buresn of the Budget
defines SMSA’s in terms of cities nod
towns instead of counties. Because ade-
quaie data for measuring persons] in-
come by cities and towns sre not svail-
able, it was necessary to redafine
SM3A’s in New England to conform to
a connty basis. As indicesed by the
SMS3A pnoames in the tables, many of
the New England S8MBA’s in this study
include two or more official SMSA's.
Mot shown in the tables is the inclusion
of the official SMSA’s of Prockton,
Lawrence-Haverhill, and Trowell in the
Buaston SMBA as used here.

Population estimates

SMEA population est‘mates for 1929,
1940, 1950, end 1350 wers chtained by
summing county population, which had
bean derived as idollows: For 1029,
county population as publizhed in the
1930 “Dacennial Censns of Population'
was used to distribute tha Burean of
the Census State estimates as of July 1,
1929, For 1840, county popelation from
the 1940 “Decennisl Census of Popula-
tion™ was used to distributa the Bureau
of the Cenzns State estimates as of
July 1, 1940, For 1850, county popula-
tion from the 1950 “‘Decennial Census of
Populatien™ was used to distribute the
Bureau of the Cenaus State estimates
az of July 1, 1850. For 1959, county
population as published in the 1960
“Drecenninl Census of Population™ was

SURVEY OF CUBRENT BUSINESS

wsed to distnbute the Buresu of the
Censue State estHmetes ss of Sy 1,
L4569,

For 1962, county population data
were obtained from all but three of the
Biates coverad in this report. Where
necessery, theae were adjusied to Cenaus
State totals s of mid-1962. In Dela-
‘ware, South Cerolinn, and Idshe, the
1960 “Daecennial Census of Population™
was used to distribute Census State
estimates e= of July 1, 1962.

Portions of SMSA's omitted

Estimates for the following SMSA's,
parts of which are m States covered by
this Teport, have not bean completed:
Toledo (Ohic-Michigan); Cincinnati
{Ohio-Eentucky-Indiana}: Evaneville
{Indisna-Kentncky); Meamphia (Ten-
negsepe-Avlcanens), and Lovisville (Ken-
tucky-Indiana).

Residence adjustment

OBE's Stats estimates of personal
income s publithed annually in the
August SURVEY are on o residence-
adjustad basis. That is, in the State
series, some components of income are
maasurad sceording to the State in
which the recipient resides; other com-
poneniz reflect the State in which the
recipient works, Where employass ¢om-
mite acroza o State line from homsa to
work, the ineome totals, as initially
measured for the States involred, are
partly on a “residence’’ basie and partly

O

My [96T

on a “where-worled" basis. In erder (o
obiain a: wholly residence-based series,
the incornes of commuders ore estimated
and transferred from the State in which
the recipient works te the Siate in
which he resides.

In prepanng the local erea estimates,
State totels Before residemce adjust-
ment are allocated to the individual
connties of each State. When the
countiezs of the verione SMSA's are

" combined, the differemees between place

of work and place of residence mre
eliminated, or at lesst minimized, and
the income aggrapsie, therefore, xmens-
ures the tfotal incomme reteived by
peraons in the area (SMEA) on sither a
“yesidence’ or & "‘where-worlted'’ hasie.
Thers iz one major sxceplion to the
foregoing statement in the estimates
presented here. In the New York City
SMSA, o large number of persons
commute from their residences in New
Jorssy to their places of work in New
York City. Although thare is o reverss
flow of commuters from New York to
New Jersey, it is much smaller than the
inflow from New Jersey. In order to
place the income and populstion esti-
mates on a comparable baszis for the
caleulation of per capite incoms, the
total income of the New Tork SMSA
was adjusted downward and the totals
for the Newark, Jersay Clity, and
Faterzon-Clifton-Passaic SMBA’s were
adjusted mpward to taks account of
commuting baiween these arens.



